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L REAL PARTY IN INTEREST

The Real Party In Interest in this appeal is the inventor, Lawrence Ausubel.

I1. RELATED APPEALS AND INTERFERENCES

Appeal No. 2002-2245 (decided March 31, 2003 in Applicant’s application SN
09/476877) is related to this Appeal. The application involved in that appeal was based on an
invention which is subsequent to the present invention. In the decision the Board (p. 5) noted

that

“it is incumbent upon the examiner to establish a factual basis to
support the legal conclusion of obviousness”.

They continued by stating:

the examiner is expected to make the factual determinations set
forth in Graham v. John Deere Co. 383 US 1, 17, 148 USPQ 459,
467 (1966), and to provide a reason why one having ordinary skill
in the pertinent art would be led to ... combine the prior art
references to arrive at the claimed invention. .... These showings
by the examiner are an essential part of complying with the burden
of presenting a prima facie case of obviousness.”

A copy of that decision is attached in Appendix C.
II.  STATUS OF CLAIMS

A. This application contains claims 26-30, 43-55, 58-61, 113-115, 126-133,
139-141 and 152-173.
B. Current Status of Claims

1. Claims 1-25, 31-42, 56-57, 62-112, 116-125, 134-138 and 142-151

have been cancelled.
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IV.

2. There are no claims withdrawn from consideration but not
cancelled.
3. The claims pending: 26-30, 43-55, 58-61, 113-115, 126-133, 139-
141 and 152-173.
4. Claims allowed: none as reflected in the summary of the final
rejection, however the final rejection states that claims 26, 28-30, 43, 45, 47-55, 58, 60,
113-115, 126-133, 139-141 and 152-159 are allowable (presumably claim 27,
dependent on claim 26, is also allowable, since there is no rejection applied to claim
27).
5. Claims rejected: all pending claims (26-30, 43-55, 58-61, 113-
115, 126-133, 139-141 and 152-173) as reflected in the summary of the final rejection,
but the only rejection stated in the action is applied to claims 44, 46, 59, 61 and 160-
173.
C. Claims on Appeal
The claims on appeal are claims to which the final rejection is applied, namely

claims 44, 46, 59, 61 and 160-173.

STATUS OF AMENDMENTS

No Amendments have been filed following the Final Rejection of October 20,

2006.

SUMMARY OF CLAIMED SUBJECT MATTER

The claimed subject matter relates to improving auctions, particularly improving

the efficiency of auctions.

Before describing the claimed subject matter a short note about auction types is

worthwhile. The most well-known auction is the open-outcry ascending price auction. This type

of auction is initiated (by the auctioneer) with an indication of what good (there is only one good

or lot subject to auction) is the subject of the auction. At that point bidders simply indicate a

price (bid) by open outcry. The auction continues so long as new (and increasing) bids are

received. The auction terminates in the absence of an increased bid; the good is assigned to the

last bidder. Although there are other formats, most ascending-bid auction formats (where there

3
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may be multiple goods subject to the auction) have the unfortunate property that identical objects
sell at the uniform price reached at the end of the auction. This does not generally lead to
efficient outcomes. The invention relates to auctions which are more efficient than the auctions
that have been described.

The improvements which are the subject of the claims are found in auctions
which (1) deal with multiple objects or goods and (2) which have multiple bidding opportunities.
In one form of this auction bidding occurs in rounds, the price increases as the rounds progress
and a bid specifies the number of items or objects which are sought by the bidder. An auction in
which the current price is announced to bidders (as opposed to the bidders themselves naming
prices) and the price changes in sequential rounds is known as a clock auction, where the
different states of the clock represent different prices. Typically at the start (because the price
may be low) the total of the items bid for, as reflected in the bids, is much larger than the number
of the objects or items actually available. The auction may conclude when the total of the
number of the items or objects sought, as reflected in all the current bids, is no greater than the
number of items or objects actually available (this is known as a closing rule in that it defines
when the auction closes).

Two major features are found in the claims. Some of the claims describe an
automated auction conducted in rounds allowing the same or similar articles to be assigned to
bidders (i.e., sold) at different prices (independent claims 44, 46). Allowing assignment of the
same or similar articles (specifically “identical objects, similar objects or close substitutes”) at
different prices (i.e., in different rounds) is implemented by making a determination at (or as of)
an intermediate point in the auction. In other words objects or items are assigned before the
auction terminates or at a price which had been applicable prior to termination of the auction’.
Assigning an item at (or as of) an intermediate point in the auction allows the same or similar
items to be assigned at different prices, usually the earlier the assignment (or effective
assignment) the lower the price. The potential for early assignment (especially at a favorable
price compared to the price that would be obtained at a later time in the auction) provides an

incentive for a bidder to bid the true quantity that it values at a given price, as opposed to

' This is sometimes referred to as “clinching” - similar to the usage familiar to baseball fans with respect to
“clinching” the pennant.

4



Application No.: 09/397,008 Docket No.: 21736-00012-US

strategically reducing its demand. This incentive serves to improve auction efficiency. This
subject matter is recited as determining separately for a plurality of bidders, a quantity of objects
to be assigned “in a current round” and assigning “at the price for the round” (claims 44, 46, 59,
61). To emphasize the effect of the assignment the same claims also note that the “assigning
indicating a winning bidder”.

A second major feature found in some of the rejected claims (independent claims
160, 163, 167, 170) is constraining bids in a clock auction to insure that each bid includes a
quantity which is no greater than a quantity found in an earlier bid. In other words the bidder
cannot increase the quantity of articles or items from one bid to the next. The presence of the
constraint also provides an incentive for a bidder to bid the true quantity that it values at a given
price, as opposed to strategically reducing its demand, again improving the efficiency of auction.
The same claims specify that a determination to close the auction is based on a relation between
a sum of the quantities contained in all the bids and an available quantity of items.

Claim 44 also calls for “limiting the number of objects on which a bidder may bid
to be no larger than a number of objects on which the bidder was allowed to bid in a preceding
round”.

Some of the claims (independent claims 160 and 167) also specify that a bid,
indicating “a quantity of items”, includes a “quantity parameter”. This recitation is different
from a bid indicating a quantity of items which are desired in that the desired quantity of items
may be indicated in a number of ways. These claims, however, are specific that there is a

“quantity parameter” in a bid.

Claims relying on 35 USC 112 6™ paragraph

Claims 44, 46, 160 and 167 and their dependent claims are in apparatus form and
include recitations provided for under 35 USC 112, sixth paragraph.

The specification describes that an auction is implemented by a computer, such as
the Bidding Information Processor (BIP) 110 and a plurality of Bid Entry Terminals (BET) 120a-
120n shown in figures 1a and 1b and described from page 8, line 1 through page 10, line 8.
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Claims 44 and 46, in describing components of the bidding information processor,
recite:

“means for generating current bidding information
including at least the current price associated with at least
one object,

means, coupled to the generating means, for transmitting a
signal representing current bidding information from the
bidding information processor to bid entry terminals”.
Claims 44 and 46, in connection with the bidding information processor, also
recite:

“means for generating updated bidding information and
initiating at least one more round of bidding if any objects
remain unassigned”.

Claims 167 and 170 recite:

“transmitting means for transmitting a signal representing
information regarding bidding, said information including
at least an indicator of a current price”,

“generating means for generating updated information
regarding the bidding process; and

initiating means for initiating at least one additional
opportunity for bidders to submit bids at a new price
following a determination that the auction should
continue.”

The specification describes fig. 2a which illustrates an initialization process (202)
providing for information including an initial price (10:8-12). That information is transmitted to
the terminals (204) as described (10:12-14). At the end of a round of bidding current price
information is updated (216). The updated information is then transmitted to the terminals (204)
as described (12:22-25).

Claims 44 and 46 recite:

“means for receiving bids from bid entry terminals”.

Claim 167 recites:
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“receiving means for receiving bids submitted by a
plurality of bidders, each said bid indicating at least a
quantity of the items that a bidder wishes to transact at the
current time and at least one said bid including a quantity
parameter indicating a quantity of the items that a bidder
wishes to transact at the current time”.

Claim 170 recites:

“receiving means for receiving bids submitted by a
plurality of bidders, each bid indicating at least a quantity
of the items that a bidder wishes to transact at the current
price”.
Function 208, in fig. 2a effects the function to “receive bidding information” as is
described in the specification (12:9-13). The bidding information may include “the quantity
which the bidder demands in the current round” (12:8). That is the “quantity parameter”.

Claim 44, in describing the bidding information processor, recites:

“means for determining, separately for a plurality of
bidders, a quantity of objects, if any, to be assigned in a
current round,

means for assigning the determined quantity of objects to

the determined bidder at the price for the round, said

assigning indicating a winning bidder”.

Functions 212-3-1 through 212-3-4 (fig. 2¢) provide for the selection of a bidder.

Once a bidder is identified it is possible to sum the quantities contained in the bids of other
bidders, thereafter to determine whether this sum is less than the available number of objects
and, finally if it is, assign an object or objects to the selected bidder at the current price (in
particular those objects which the other bidders have not bid for). These functions are described
in the specification (13:15-24). Function 212-3-1 is reached from function 212-3 (of fig. 2b).
Function 212-3 follows from function 212-2 in the event the Y path is taken. Function 212-2 in
turn is reached from function 212-1 which is reached from function 212 of fig. 2a. The fact that
the assignment indicates a winning bidder is explained at 13:4-7, see also 4:19-26.

Claim 44 recites:
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“means for limiting the number of objects on which a
bidder may bid to be no larger than a number of objects on
which the bidder was allowed to bid in a preceding round”.

Claim 167 recites:

“constraining means for constraining bids so that the
quantity contained in a bid at a current time can be no
greater than the quantity contained in an earlier bid.”

Claim 170 recites:

“constraining means for constraining bids so that the
quantity that the bidder wishes to transact at the current
price can be no greater than the quantity that the bidder
wished to transact at an immediately preceding price”.
The specification describes the Bidding Information Processor and Bid Entry
Terminals are data processors (4:11-15) and “The activity rule used in this example is that
bidders are not allowed to increase their bids from round to round. Rather, each bidder is
permitted to demand the same quantity as in the previous round of bidding or any lower
quantity.” (5:4-7).
Claim 167 recites:

“summing means for summing the quantities that all
bidders wish to transact at the current time to determine a
summed quantity of items that bidders wish to transact at
the current time;

determining means for determining whether the auction
should end or continue, based on a comparison of the
summed quantity of items that bidders wish to transact at
the current time and an available quantity of items”.
Fig. 2b (described at 12:26-13:14) shows function 212-1 which sums the
quantities that all bidders wish to transact at the current time to determine a summed quantity of
items that bidders wish to transact at the current time. Function 212-1 determines whether the

auction should end or continue, based on a comparison of the summed quantity of items that

bidders wish to transact at the current time and an available quantity of items.
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Claim 170 recites:

“determining means for determining whether the auction
should end or continue, based on a comparison of a sum of
quantities that bidders wish to transact at the current price
and an available quantity of items”.

Claim 170 continues by reciting that the determining means comprises:

“summing means for summing the quantities that all
bidders wish to transact at the current price to determine a
total quantity of items that bidders wish to transact at the
current price;

comparing means, coupled to the summing means, for
comparing the total quantity of items that bidders wish to
transact at the current price with the available quantity of
items;

second determining means, coupled to the comparing
means, for determining that the auction should end if the
total quantity of items that bidders wish to transact at the
current price is no greater than the available quantity of
items; and

third determining means, coupled to the comparing means,
for determining that the auction should continue if the total
quantity of items that bidders wish to transact at the current
price exceeds the available quantity of items”.
Fig. 2b shows the determining means which includes functions 212-1, 212-2.
Function 212-1 performs the summing function and function 212-2 effects a comparison. There
is a determination to end the auction (212-2 and path to 212-2) in the event that the sum is no
greater than the number of available objects. On the other hand there is a another determination
(214, fig, 2a) in the event the auction will continue.
Claims 44, in describing the bid entry terminal, recites:
“means for receiving current bidding information from the
bidding information processor”.
Fig. 2a shows function 204 which illustrates the bidding information processor

transmitting information to the bid entry terminals, where it is received and displayed to the

bidders (10:12-12:2),
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Claim 44, in describing the bid entry terminal recites:

“means, coupled to the bid receiving means, for
transmitting a signal representing the bid to the bidding
information processor”,

and
“means for receiving a bid from a participating bidder, the
bid indicating at least an object, or a quantity of objects to
be transacted, and an associated price”.

Fig. 2a shows function 206 which indicates that the bid entry terminal receives a
bid and transmits the bid to the bidding information processor (12:4-9).

Claim 46, in describing the bid entry terminal recites:

“means for receiving current bidding information from the
bidding information processor”

and
“means, coupled to the bid receiving means, for
transmitting a signal representing the bid to the bidding
information processor”

and

“means for receiving a bid from a participating bidder, a
plurality of bids comprising a list of specific objects and a
price associated with each object in the list™.

Fig. 4 shows a flow chart for a auction which differs from the auctions previously
described. Fig. 4 shows function 402 in which information is transmitted from the bidding
information processor to the bid entry terminals (15:25-16:17). Function 404 illustrates that a
terminal receives bidding information from a bidder and transmits the bid to the BIP. (16:18-21)
In the auction implemented in fig. 4 “the participants name their own bids on individual objects.”
(15:27-16:1) In this case bids “may consist of a list of specific objects and a price offered for
each object, or simply a quantity of objects and a price offered for that quantity.” (16:19-21).

Claim 46, in describing the bidding information processor, recites:

“means for determining, separately for a plurality of
bidders, a quantity of objects, if any, to be assigned in a
current round,

means for assigning the determined quantity of objects to
the determined bidder at the price for the round, said

assigning indicating a winning bidder”.

10
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The bid, in this claim, is defined as “a list of specific objects and a price
associated with each object in the list”. Fig. 4 is the flow chart of a process in accordance with
an embodiment of the invention with differs from the embodiment illustrated in other figures.
Function 408 effects object assignment. This function is described in the specification (16:25-

17:5).

VL. GROUNDS OF REJECTION TO BE REVIEWED ON APPEAL

There is a single rejection contained in the final rejection. Claims 44, 46, 59, 61 and 160-
173 are rejected under 35 USC 103 as unpatentable over a publication by Anthes in view of

another publication of the Washington Telecom News.

VIL ARGUMENT

Summary of the Argument

All the rejected claims patentably distinguish from the subject matter dealt with in the
rejection in that the claims include subject matter which is:

a) not described in either of the references, and either

b) not mentioned in the statement of the rejection or

¢) the subject of an allegation of obviousness which has no basis in either reference.

Legal Principles

The Final Rejection is solely based on 35 USC 103.

“[A]ll words in the claim must be considered in judging the patentability of the claim
against the prior art.” In re Wilson, 165 USPQ 494, 496 (CCPA 1970). As set forth in section
2111 of the MPEP, “claims are interpreted in the broadest reasonable fashion consistent with

the specification.” (Emphasis added). The Patent and Trademark Office is required to take

11
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into account whatever enlightenment is afforded by the specification, In re Morris, 127 F.3d

1048, 1054-55, 44 USPQ 2d 1023, 1027-28 (Fed. Cir. 1997).

As noted in Section 706.02(j) MPEP, three criteria must be met in order to establish a
prima facie case of obviousness. Most importantly, the prior art reference (or references when
combined) must teach or suggest all the claim limitations. The teaching or suggestion to make
the claimed combination and the reasonable expectation of success must both be found in the

prior art and not based on applicant's disclosure.

As noted by the Board in the prior appeal, one of the elements of a prima facie case of
obviousness is “a reason why one having ordinary skill in the pertinent art would be led to ...
combine the prior art references to arrive at the claimed invention.” This requirement is
reaffirmed in KSR INTERNATIONAL CO. v. TELEFLEX INC. (Sup. Ct. No. 04-1350, April 30,
2007). There the Court said:

Often, it will be necessary for a court to look to interrelated teachings of multiple
patents; the effects of demands known to the design community or present in the
marketplace; and the background knowledge possessed by a person having ordinary
skill in the art, all in order to determine whether there was an apparent reason to
combine the known elements in the fashion claimed by the patent at issue. (Slip Op. at
14, emphasis added). This necessarily requires treatment of all recitations in any
rejected claim.

Preambles that are essential to the claimed invention are limiting because they breathe
life, meaning, and vitality into the claims. Kropa v. Robie 187 F.2d 150, 152, 88 USPQ 478, 481
(CCPA 1951), In re Stencel, 828 F.2d 751, 4 USPQ2d 1071 (Fed. Cir. 1987).

Construction of the Claims

The rejected claims include independent apparatus claims 44, 46, 167 and 170 and
independent method claims 59, 61, 160 and 163.

Claims 44, 46, 59 and 61 recite “an automated auction for multiple objects in multiple
rounds, the auction allowing assignment of identical objects, similar objects or close substitutes
at different prices”. The meaning of the three words, “identical”, “similar” or “close substitutes”

indicates the objects can be treated as substitutes for one another.

12
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Claims 44 and 46 call for:
“means for determining, separately for a plurality of bidders, a quantity of

objects, if any, to be assigned in a current round,

means for assigning the determined quantity of objects to
the determined bidder at the price for the round, said
assigning indicating a winning bidder”.

As noted above this means clause is supported by the functions illustrated in fig. 2¢. In
particular a sum is produced of the quantities demanded by other bidders. This sum is compared
with the quantity available. To the extent the quantity demanded by other bidders is less than the
quantity available, the difference can be assigned to the selected bidder. As noted in the claim
the assignment indicates “a winning bidder” for the objects which have been assigned. Since the
assignment is “‘at the price for the round”, objects assigned in different rounds will be assigned at
a different price (the price for the other round) and in this way “identical objects, similar objects

or close substitutes” may be assigned at different prices.

The method claims 59 and 61 recite:

“determining separately, for each of a plurality of bidders, a
quantity of objects, if any, to be assigned to the bidder in
the current round, and in the event of such a determined
quantity, assigning the determined quantity to the
determined bidder, said assigning indicating a winning
bidder”.

At the very least this clause requires:

1) some determination be effected “separately for each of a
plurality of bidders” whether an assignment is to be made
in the current round,

2) in the event of a positive determination, there is an
assignment, and

3) an assignment indicates “a winning bidder”.

The limiting subject matter of claims 44 and 59 requires insuring that a bidder’s bid does

not violate the requirement that the number of objects in one bid can be “no larger” than the

13
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quantity either (1) contained in a bid in the “preceding round” (claim 44) or (2) contained in a

bid “at a preceding price” (claim 59).

Claims 160-173 all specify that the auction is a clock auction?, an auction in which
current prices are announced to bidders as opposed to the bidders themselves naming prices, see

McCabe, p. 49. This follows from two recitations in each claim. Claim 160 recites:

“a) transmitting a signal representing information regarding bidding, said information
including at least an indicator of a current price;
k %k Xk

[the following steps call for receiving bids, processing the bids and generating
information on the bidding process, the claim then continues:]

g) initiating at least one additional opportunity for bidders to submit bids at a new
price following a determination that the auction should continue”. (emphasis added)
In step (a) bidders are informed of “a current price”. After bids are placed and processed, a “new
price” is determined and bidders are allowed an opportunity to bid at the “new price”. Auctions
in which prices are announced to bidders and, at each price, bidders respond by naming the
quantities that they wish to buy or sell are defined as “clock auctions”, see also the cited McCabe
publication.

Claims 163, 167 and 170 include similar content. The other claims, 161-162, 164-166,
168-169 and 171-173 depend from one of claims 160, 163, 167 and 170. Thus all claims 160-173

specify a clock auction.

Claims 160-162, 164-166, 167-169 and 171-173 specify a clock action and call for

constraining bids:

“so that the quantity contained in a bid at the current time is
no greater than the quantity contained in an earlier bid”
while claims 163 and 170 specify a clock action and call for constraining bids:

“so that the quantity that a bidder wishes to transact at the
current price can be no greater than the quantity that the

? McCabe et al, “Testing Vickrey’s and Other Simultaneous Multiple Unit Versions of the English Auction”,

Research in Experimental Economics, Vol. #4, Greenwich, CT, JAI Press, 1991, pp 45-79, a copy of which is
attached in Appendix B.

14
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bidder wished to transact at an immediately preceding
price”.

In the case of all these claims a limit is placed on the quantity in a bid with respect to an

earlier bid.

Claims 160-162, and 164-166 recite:

“summing quantities contained in all bids at the current
time to determine a summed quantity of items at the current
time;

determining whether the auction should end or continue,
based on a comparison of the summed quantity of items at
the current time and an available quantity of items;

initiating at least one additional opportunity for bidders to
submit bids at a new price following a determination that
the auction should continue”.

Claims 167-169 and 171-173 contain similar content in an apparatus claim.

These claims require:

(1) asum to be taken of quantities in ALL bids “at the
current time”,

(2) determining whether the auction should end or continue
based on a comparison of that sum and “an available
quantity of items” and finally

(3) initiating another bidding opportunity at a new price
following “a determination that the auction should
continue”.

Claims 163 recites:

“determining whether the auction should end or continue,
based on a comparison of a sum of quantities that bidders
wish to transact at the current price and an available
quantity of items;

15
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* %k %

initiating at least one additional opportunity for bidders to
submit bids at a new price following a determination that
the auction should continue”

Claim 170 contains similar content in an apparatus claim.

Claims 163 and 170 require:

(1) determining whether the auction should end or continue
based on a comparison of a sum of quantities that bidders
wish to transact at the current price and “an available
quantity of items” and

(2) initiating another bidding opportunity at a new price
following ““a determination that the auction should
continue”.

The dependent claims 161, 162, 168 and 169 depend from claims 160 and 167 which
specify “constraining bids” and a closing rule. These dependent claims specify prices at which
items are assigned following a determination that the auction should end.

The dependent claims 164 and 171 depend from claims 160 and 167 and specify that
updated information includes disaggregated quantities contained in each bid. The dependent
claims 165 and 172 specify that the updated bidding information includes a sum of quantities
contained in the bids. Dependent claims 166 and 173 specify that a bid indicates quantities of

items that a bidder wishes to transact at two or more prices.

SUMMARY OF THE REFERENCES
Anthes

The publication is entitled “FCC Auction built on client/server”. The article describes an
auction of licenses conducted by the FCC using a computer system. The auction was
characterized as a “simultaneous, multiple-round” auction. Bidders could bid simultaneously on
any combination of 99 licenses. Bids were submitted electronically and disclosed to all bidders

at the end of each round.
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Additional rounds were held until no new bid was received for any license.

All licenses remained “open until all close” meaning that all licenses are available to any
bidder in any round until the auction closes when all licenses are awarded to the high bidder for
each license.

Because all licenses are open until all close there is no “determining, separately for a
plurality of bidders, a quantity of objects, if any, to be assigned in a current round”.

There is no indication that any bid includes a “quantity parameter”. To the contrary,
since each license provides for exclusivity in terms of geography and/or frequency, each license
is unique and each bid must individually identify each license which is sought in a bid.
Consequently no bid includes a “quantity parameter”.

There is no description, in an auction of identical objects, similar objects or close
substitutes, of the activity rule “limiting the number of objects on which a bidder may bid to be
no larger than a number of objects on which the bidder was allowed to bid in a preceding round,”
(claims 44 and 59). Likewise there is no description of a clock auction with a feature of
“constraining” the quantity contained in a bid based on an earlier bid (claims 160-173). There is
no suggestion to take a sum of quantities contained in bids and compare that to the total number
of available items and then determine to terminate the auction based on the comparison. To the
contrary the closing rule for the auction described here is based on the absence of a new bid in
any round. Thus the auction terminates when no new bid is received.

The presence of an activity rule is implied (Bidders must “maintain minimum levels of
bidding activity” - p. 2) but without enough specificity to define any particular rule or

requirement.

Washington Telecom News
The publication is entitled “WHAT YOU NEED TO KNOW TO BID IN THE FCC’S
NARROWBAND AUCTION”. The paper describes a prospective FCC auction characterized as

a “‘simultaneous multiple-round auction” where bids will be accepted on all licenses in all rounds
and bidding remains open on all licenses until bidding closes on each license. In other words,
“bidding will stop simultaneously on all licenses”.

The auction “closes if one round passes with no new acceptable bids on any license.”

17
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There is no description of a clock auction which has a feature of “constraining” the
quantity contained in a bid based on the quantity contained in an earlier bid, (claims 160-173).
Because all licenses are open until all close, there is no “determining, separately for a plurality of
bidders, a quantity of objects, if any, to be assigned in a current round”.

There is no indication that any bid includes a “quantity parameter”. To the contrary,
since each license provides for exclusivity in terms of geography and/or frequency, each license
is unique and each bid must individually identify each license which is sought in a bid.
Consequently no bid includes a “quantity parameter”.

There is no suggestion to take a sum of quantities contained in bids and compare that the
total number of available items and then determine to terminate the auction based on the
comparison. To the contrary, the closing rule for the auction described here is based on the
absence of a new bid. Thus the auction terminates when no new bid is received.

An activity rule is applied on bidders throughout the auction. An “active” bidder is
either the high bidder (on a particular license) in a prior round or a bidder submitting a bid in a
current round which exceeds the prior round high bid by at least the minimum bid increment (p.

2, 2" paragraph).

The FCC auctions described in the references appear to proceed as follows:

1. The auction is opened, perhaps by identifying the licenses subject to auction.

2. A bidder can bid for a license by offering a price that the bidder is willing to pay. A
bidder bids for multiple licenses by identifying a separate price for each individual license.

3. After some time, the bidding is closed. Since this is the initial round another round
will be conducted.

4. A new round of bidding is initiated after the high bids on each license are reported to
the bidders. In this round, a bidder may bid on a license that has previously received a bid by
placing a new bid that exceeds the standing high bid by at least the minimum bid increment. Just
as in the initial round, a bidder bids for multiple licenses by identifying a separate price for each

individual license.
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5. At the close of this round, a determination is made as to whether any new bids have
been placed. So long as there has been at least one new bid received in this round, another round
of bidding is initiated; if no new bids have been received, the auction is concluded.

6. The steps 4 and 5 are repeated until the determination of step 5 indicates that no new
bid has been received. At that time all licenses are awarded — each license is awarded to the high
bidder at the close of bidding.

The FCC auctions described in the references differ in important respects from the
subject matter of the claims. Some of the differences are:

1. The FCC auctions were not clock auctions. In a clock auction, current prices are
announced to bidders as opposed to the bidders themselves naming prices. However, in the FCC
auctions, bidders offered the prices that they were willing to pay. Since the FCC auctions were
not clock auctions there is no generating current bidding information “including the current price
associated with at least one object” nor transmitting that price information to bidders or bidder
terminals. (claims 44, 46, 160-162, 164-166, 163, 167-169, 170, 171-173)

2. There is no determination “separately for a plurality of bidders, a quantity of objects,
if any, to be assigned in a current round”. There are two determinations in the FCC auction.
First, should the auction end? This determination is not effected “separately for a plurality of
bidders” since one determination applies to all bidders. The second determination is made with
respect to each license and determines which bidder will be awarded the license. Alternatively it
could be argued that there is a determination as to each bidder, namely, is this bidder entitled to
one or more licenses? However this determination is not with respect to objects to be assigned
“in a current round”. Since this determination is only made affer the auction terminates it cannot
relate to an assignment “in a current round”. (claims 44, 46, 59, 61)

3. There is no “initiating at least one more round of bidding if any objects remain
unassigned” since new rounds of bidding depend on the presence of new bids and not the number
of unassigned objects. (claims 44, 46, 59, 61)

4. There is no description, in an auction of identical objects, similar objects or close
substitutes, of limiting “the number of objects on which a bidder may bid to be no larger than a

number of objects on which the bidder was allowed to bid in a preceding round.” (claims 44, 59)
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5. None of the bids include a “quantity parameter”, since each license must be
individually identified and associated with a value the bidder is offering for that license. (claims
160-162, 164-166, 167-169, 171-173)

6. There is no determining to terminate an auction by comparing “the summed quantity
of items [contained in all bids] at the current time and an available quantity of items”. (claims
160-162, 163, 164-166, 167-169, 170, 171-173).

7. There is no description, in a clock auction, of “constraining” the quantities contained

in a bid to be no greater than the quantity contained in an earlier bid . (claims 160-173)
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THE FINAL REJECTION

The Examiner’s position in the Final rejection (aside from specifying the rejected clams,
the statutory basis, the identification of the references and paraphrasing applicant’s arguments) is
contained in four paragraphs. (While the Final Rejection also refers to the preceding action of
May 2006, rejected claims were amended following the earlier action). With respect to claims

44, 46, 59 and 61 the examiner argued that

the auction described in the Washington Telecom News is
an auction of “multiple licenses or paired licenses for one
or more rounds at different prices” (p. 2).

With respect to claims 44 and 59 the Examiner argued that:

constraining bids in the recited manner (limiting the
number of objects on which a bidder may bid to be no
larger than a number of objects on which the bidder was
allowed to bid in a preceding round) “would have been
obvious ... because such would have prevented the system
in not having available objects to award a winning bidder”

(p- 3)

With respect to claims 160-173 the Examiner argued that

(1) constraining bids in the recited manner “would have
been obvious ... because such would have prevented the
system in not having available objects to award a winning
bidder” (p. 3), and

(2) “in a given auction certain conditions (determining
whether the auction should end or continue based on a
comparison of the summed quantity of items contained in
all bids and an available quantity) would result in the
termination or continuation of the auction. Thus, providing
the recited conditions is regarded as one of a plurality of
conditions that may be desired the particular auctioneer as
such does not result in patentable subject differences apart
from the auction noted by the FCC as described by
Anthes.”.
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Finally, with respect to claims 160-162 and 167-169 (at least one bid including a quantity
parameter) the Examiner argued “in most auctions the number of desired objects or quantity of a
given object is usually provided by a bidder. A bidder usually bids on one or more items or one
or more of a number of items in a given auction. Anthes also teaches a bidder may bid on one or

more licenses.” (pp 3-4)

In the earlier action (May 4, 2006) the examiner asserted that Anthes described
“determining at a computer, for each of a plurality of bidders, a quantity of items, if any, to be
unassigned (sic — assigned) at the current time” (p. 3) relying on p. 2, first paragraph of the
reference, as well as “initiating at a computer at least one additional opportunity for bidders to
submit bids if any items remain unassigned”.

The examiner argued in the May 2006 action that Anthes described “allowing assignment
of items at different prices” (p. 2). The claims were amended after the May 2006 action to
specify that the items that were assigned at different prices were “identical objects, similar
objects or close substitutes”. There is no assertion in the Final Rejection that either reference
allows assignment of “identical objects, similar objects or close substitutes” at different prices.

In the earlier action the examiner drew a parallel between the assigning action in the
rejected claims and the Washington Telecom News description of an active bidder (p. 5 of the
May 2006 rejection) in an attempt to bolster the obviousness rejection.

The Final rejection fails to mention the subject matter of any of claims 161-162, 164-166,
168-169 and 171-173.

CLAIMS 44, 46, 59 AND 61 PATENTABLY DEFINE OVER THE REFERENCES

Claims 44 and 46 patentably define over the references with respect to the recitations

“means for determining, separately for a plurality of
bidders, a quantity of objects, if any, to be assigned in a
current round,
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means for assigning the determined quantity of objects to
the determined bidder at the price for the round, said
assigning indicating a winning bidder,

A ok ok %

means for generating updated bidding information and
initiating at least one more round of bidding if any objects
remain unassigned”

(claims 59 and 61 contain method recitations of similar
import)

While the cited references allow any bidder to bid for any license subject to the FCC
auction, at any time until the auction is terminated, certain items at an auction conducted in
accordance with claims 44, 46, 59 or 61 may have been assigned in a previous round and are
unavailable to the bidder. As set forth in these claims, a determination is effected “separately for
a plurality of bidders” of a quantity of objects if any to be assigned in the current round. As is
set forth in the claims, if there is such a determination, then that quantity is assigned in the
current round. Note the claims state “said assigning indicating a winning bidder”. The
determining and assigning is not a feature described in either reference and as applicant has
pointed out is a feature which is not mentioned in the final rejection.

In the May rejection the examiner attempted to draw a parallel between an “active”
bidder (as described in the Washington Telecom News) and the bidder to whom an item has been
assigned per these claims. The argument is not repeated in the Final rejection — however the
Final rejection does refer back to the May rejection and so applicant is unsure as to whether the
arguments in the earlier action were relied on. In any event there is no relation between an
“active” bidder (Washington Telecom News) and the bidder to whom an item has been assigned
as specified in the rejected claims (the “winning bidder”). The dichotomy is apparent when
considering that:

(1) in any round of the FCC auction there may be many “active” bidders on a given
license, i.e., any bidder with the standing high bid or a bid exceeding the prior standing high bid

by the minimum bid increment is an “active” bidder, and
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(2) the high bidder on a particular license in one round of the FCC auction may not
remain the high bidder on that same license in the next round, and

(3) the winning bidder per these claims has been assigned the item, i.e., the auction is
over with respect to that item.

Thus the Washington Telecom News description of an “active” bidder bears no relation to the
determining and assigning of the rejected claims.

The recitation calling for “initiating at least one more round of bidding if any objects
remain unassigned” also distinguishes from the references. While additional rounds of bidding
are initiated in the FCC auctions, there is no round of bidding which is initiated “if any object
remains unassigned”. Rather additional rounds of bidding are initiated in the FCC action so long
as the auction is not terminated — and termination depends on whether or not any new bid is
detected. Clearly the Examiner has failed to make out a prima facie case of obviousness of

claims 44, 46, 59 and 61.

CLAIMS 44 AND 59 PATENTABLY DEFINE OVER THE REFERENCES WITH
RESPECT TO THE “LIMITING” RECITATION

These claims patentably define over the references with respect to:

means for limiting the number of objects on which a bidder
may bid to be no larger than a number of objects on which
the bidder was allowed to bid in a preceding round (claim
44, claim 59 contains a method recitation of similar
import).

The Examiner argues in the final rejection that this subject matter “would have been
obvious . . . because such would have prevented the system in not having available objects to
award a winner bidder”. Applicant submits the allegation in the final rejection evidences the fact
that subject matter is not found in either reference. Further the allegation of obviousness has no
relation to the content of the claim recitation. The claim recitation “limiting the number of

objects on which a bidder may bid to be no larger than a number of objects on which the bidder

was allowed to bid in a preceding round” has no connection at all with the Examiner’s argument
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that “such would have prevented the system in not having available objects to award a winning
bidder.”

In as much as neither reference contains subject matter corresponding to this recitation
and there is no cogent reason expressed in the final rejection for ignoring the recitation or
considering it obvious, Applicant submits that there is no prima facie case of obviousness in

connection with these claims.

CLAIMS 160-173 PATENTABLY DEFINE OVER THE REFERENCES WITH
RESPECT TO THE CONSTRAINING RECITATION AND THE TERMINATION
CLAUSES

Claims 160-162 and 164-166 specify a clock auction and recite:

“constraining bids so that the quantity contained in a bid at
the current time is no greater than the quantity contained in
an earlier bid

summing quantities contained in all bids at the current time
to determine a summed quantity of items at the current
time;

determining whether the auction should end or continue,
based on a comparison of the summed quantity of items at
the current time and an available quantity of items;

% %ok

initiating at least one additional opportunity for bidders to
submit bids at a new price following a determination that
the auction should continue”.

The “constraining bids” recitation, is referred to at page 3 of the final rejection, and
allegedly “would have been obvious . . . because such would have prevented the system in not
having available objects to award a winning bidder”. Applicant submits the argument in the final
rejection bears no resemblance to the content of the claim recitation. The claim recitation is

specific to ensuring that a given bid does not contain a quantity which is larger than in an earlier
bid.
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The next two recitations in these claims, “summing quantities . . .” “determining whether.
..” together define the closing rule for the auction. First a sum is taken of “quantities contained
in all bids at the current time.” Thereafter, a determination is effected as to whether the auction
should end or continue, that determination is “based on a comparison of the summed quantity of
items at the current time and an available quantity of items.” The final rejection does not argue
that this subject matter is found in either reference. Rather, the final rejection states that these
recitations “is regarded of a one of plurality of conditions that may be desired the particular
auctioneer as such does not result in patentable subject differences apart from the auction noted
by the FCC is described by Anthes.” Applicant is not at all sure what the foregoing means, but
at the very least it does not establish a prima facie case of obviousness.

Finally, the “initiating at least one additional opportunity” . . . recitation also patentably
distinguishes from the combination of references. While the auctions described in the references
do occur in rounds, it is apparent that the auctions described in the references do not involve
initiating a new round “following a determination that the auction should continue” where that
determination is, as recited in the claims, based on “a comparison of the summed quantity of
items at the current time and an available quantity of items”. In as much as there is no statement
in the final rejection regarding this recitation, it is apparent that there is not a prima facie case of

obviousness.

Claims 167-169 and 171-173 call for a clock auction and recite:

“constraining means for constraining bids so that the
quantity contained in a bid at a current time can be no
greater than the quantity contained in an earlier bid,
summing means for summing the quantities that all bidders
wish to transact at the current time to determine a summed
quantity of items that bidders wish to transact at the current
time;

determining means for determining whether the auction
should end or continue, based on a comparison of the
summed quantity of items that bidders wish to transact at
the current time and an available quantity of items;

* %k 3k
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initiating means for initiating at least one additional
opportunity for bidders to submit bids at a new price
following a determination that the auction should
continue.”

The “constraining means” recitation is, Applicant asserts, novel over either
reference taken alone, (the Examiner has not alleged that this subject matter is found in either
reference). Furthermore, the argument in the final rejection that the subject matter would have
been obvious “because such would have prevented the system and not having available objects to
award a winner bidder” is not rationally related to the content of the recitation. The recitation is
an activity rule limiting the freedom of a bidder to bid. Applicant submits there is no basis in the
office action for concluding this subject matter would have been obvious.

The “summing means” and “determining means” recitations are, as Applicant
indicated the closing rule for the auction. Applicant has argued elsewhere that neither reference
describes such a closing rule and there is no cogent basis in the final rejection to support a prima
facie case of obviousness.

The “initiating means” recitation also patentably distinguishes from the combination of
references. While the auctions described in the references do occur in rounds so that there are
many new rounds which are initiated, it is apparent that the auctions described in the references
do not involve initiating a new round “following a determination” which is based on “a
comparison of the summed quantity of items at the current time and an available quantity of
items”. Inasmuch as there is no statement in the final rejection regarding this recitation, it is

apparent that there is not a prima facie case of obviousness.

Claim 163 calls for a clock auction and recites:

“constraining bids so that the quantity that a bidder wishes
to transact at the current price can be no greater than the
quantity that the bidder wished to transact at an
immediately preceding price;

determining whether the auction should end or continue,
based on a comparison of a sum of quantities that bidders
wish to transact at the current price and an available
quantity of items;
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initiating at least one additional opportunity for bidders to
submit bids at a new price following a determination that
the auction should continue;”

Claim 170 calls for a clock auction and recites:

“constraining means for constraining bids so that the
quantity that the bidder wishes to transact at the current
price can be no greater than the quantity that the bidder
wished to transact at an immediately preceding price;

determining means for determining whether the auction
should end or continue, based on a comparison of a sum of
quantities that bidders wish to transact at the current price
and an available quantity of items;

% ok

initiating means for initiating at least one additional
opportunity for bidders to submit bids at a new price
following a determination that the auction should
continue;”

The “constraining means” recitation is, Applicant asserts, novel over either reference
taken alone (the Examiner has not alleged that this subject matter is found in either reference).
Furthermore, the argument in the final rejection that the subject matter would have been obvious
“because such would have prevented the system and not having available objects to award a
winner bidder” is not rationally related to the content of the recitation. The recitation is an
activity rule limiting the freedom of a bidder to bid. Applicant submits there is no basis in the
office action for concluding this subject matter would have been obvious.

The “summing means” and “determining means” recitations are, as Applicant indicated
the closing rule for the auction where Applicant has argued elsewhere that neither reference
describe such a closing rule and there is no cogent basis in the final rejection to support a prima

facie case of obviousness.

28



Application No.: 09/397,008 Docket No.: 21736-00012-US

The “initiating” recitation also patentably distinguishes from the combination of
references. While the auctions described in the references do occur in rounds so that there are
many new rounds which are initiated, it is apparent that the auctions described in the references
do not involve initiating a new round “following a determination” which is based on “a
comparison of the summed quantity of items at the current time and an available quantity of
items”. Inasmuch as there is no statement in the final rejection regarding this recitation, it is
apparent that there is not a prima facie case of obviousness.

The dependent claims 161, 162, 168 and 169 depend from claims that specify
“constraining bids” and a closing rule. These claims specify prices at which items are assigned
following a determination that the auction should end. These claims further differ from the
content of the references since in the auction described in these references licenses are awarded
to the high bidder at the end of the auction. The reference auctions do not have the concept of a
price set for a round. However these claims specify that items are awarded at the price of the last

round — there is nothing in theses references corresponding to these claims.

The dependent claims 164 and 171 specify that updated information includes
disaggregated quantities contained in each bid. The dependent claims 165 and 172 specify that
the updated bidding information includes a sum of quantities contained in the bids. Dependent
claims 166 and 173 specify that a bid indicates quantities of items that a bidder wishes to transact

at two or more prices. The references fail to reach this subject matter.

Since the Final Rejection fails to mention the subject matter of any of claims 161-162,
164-166, 168-169 and 171-173 it is apparent the claims distinguish from these references for the
reasons noted above. Since the claims distinguish from the references and the Final Rejection

fails to address this subject matter is also apparent there is no prima facie case of obviousness.
In view of the foregoing it is evident that the Final Rejection fails to set forth a prima

Jacie case of obviousness as to any of the rejected claims (44, 46, 59, 61, 160-173). Reversal of

the rejection is respectfully solicited.
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VIII. CLAIMS

A copy of the claims involved in the present appeal is attached hereto as Appendix A. As
indicated above, the claims in Appendix A include the amendments filed by Applicant on
August 1, 2006.

Applicant believes no other fee is due with this response. However, if a fee is due, please
charge our Deposit Account No. 22-0185, under Order No. 21736-00012-US from which the

undersigned is authorized to draw.

Dated: § / ‘7/ 7)7 Respectfully submitted,

Sjéwé D CGuaeel

Stanley . Green
Reglstratlon No.: 24,351
CONNOLLY BOVE LODGE & HUTZ LLP
1990 M Street, N.W., Suite 800
Washington, DC 20036
(202) 331-7111
(202) 293-6229 (Fax)
Attorney for Applicant
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APPENDIX A

Claims Involved in the Appeal of Application Serial No. 09/397,008

Claim 44. A system for conducting an automated auction for multiple objects in
multiple rounds, the auction allowing assignment of identical objects, similar objects or close
substitutes at different prices, the system comprising: a plurality of bid entry terminals, the bid
entry terminals operated by bidders;

a bidding information processor, the bidding information processor being
communicatively coupled to bid entry terminals and comprising:

means for generating current bidding information including at least the current
price associated with at least one object,

means, coupled to the generating means, for transmitting a signal representing
current bidding information from the bidding information processor to bid entry terminals,

means for receiving bids from bid entry terminals,

means for determining, separately for a plurality of bidders, a quantity of objects,
if any, to be assigned in a current round,

means for assigning the determined quantity of objects to the determined bidder at
the price for the round, said assigning indicating a winning bidder, and

means for generating updated bidding information and initiating at least one more
round of bidding if any objects remain unassigned;

each bid entry terminal comprising:

means for receiving a bid from a participating bidder, the bid indicating at least an
object, or a quantity of objects to be transacted, and an associated price,

means for limiting the number of objects on which a bidder may bid to be no
larger than a number of objects on which the bidder was allowed to bid in a preceding round,

means, coupled to the bid receiving means, for transmitting a signal representing
the bid to the bidding information processor, and

means for receiving current bidding information from the bidding information

processor.
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Claim 46. A system for conducting an automated auction for multiple objects in
multiple rounds, the auction allowing assignment of identical objects, similar objects or close
substitutes at different prices, the system comprising:

a plurality of bid entry terminals, the bid entry terminals operated by bidders;

a bidding information processor, the bidding information processor being
communicatively coupled to bid entry terminals and comprising:

means for generating current bidding information including at least the a current
price associated with at least one object,

means, coupled to the generating means, for transmitting a signal representing
current bidding information from the bidding information processor to bid entry terminals,

means for receiving bids from bid entry terminals,

means for determining, separately for a plurality of bidders, a quantity of objects,
if any, to be assigned in a current round,

means for assigning the determined quantity of objects to the determined bidder at
the price for the round, said assigning indicating a winning bidder, and

means for generating updated bidding information and initiating at least one more
round of bidding if any objects remain unassigned;

each bid entry terminal comprising:

means for receiving a bid from a participating bidder, a plurality of bids
comprising a list of specific objects and a price associated with each object in the list,

means, coupled to the bid receiving means, for transmitting a signal representing
the bid to the bidding information processor, and

means for receiving current bidding information from the bidding information

processor.

Claim 59. In a system including a plurality of bid entry terminals operated by
bidders, and a bidding information processor, the bidding information processor being
communicatively coupled to bid entry terminals, a method for conducting an automated auction
for multiple objects in multiple rounds, the auction allowing assignment of identical objects,

similar objects or close substitutes at different prices, the method comprising:
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a) transmitting a signal representing current bidding information from the
bidding information processor to a plurality of the bid entry terminals;

b) allowing participating bidders to enter bids at bid entry terminals, a bid
indicating at least an object, or a quantity of objects, and an associated price;

c) limiting the number of objects on which a bidder is allowed to bid so as
not to be larger than the number of objects on which the bidder actually bid at a preceding price;

d) transmitting a signal representing a bid from a bid entry terminal which
received the bid;

e) determining separately, for each of a plurality of bidders, a quantity of
objects, if any, to be assigned to the bidder in the current round, and in the event of such a
determined quantity, assigning the determined quantity to the determined bidder, said assigning
indicating a winning bidder;

f) generating updated bidding information at the bidding information
processor; and

g) initiating at least one additional round of bidding if at least one object

remains unassigned.

Claim 61. In a system including a plurality of bid entry terminals operated by
bidders, and a bidding information processor, the bidding information processor being
communicatively coupled to bid entry terminals, a method for conducting an automated auction
for multiple objects in multiple rounds, the auction allowing assignment of identical objects,
similar objects or close substitutes at different prices, the method comprising:

a) transmitting a signal representing current bidding information from the
bidding information processor to a plurality of the bid entry terminals;

b) allowing participating bidders to enter bids at bid entry terminals, a bid
indicates a list of specific objects and a price associated with each object in the list;

c) transmitting a signal representing a bid from a bid entry terminal which
received a bid;

d) determining separately, for each of a plurality of bidders, a quantity of

objects, if any, to be assigned to the bidder in a current round, and in the event of such a
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determined quantity, assigning the determined quantity to the determined bidder, said assigning
indicating a winning bidder;

e) generating updated bidding information at the bidding information
processor; and

) initiating at least one additional round of bidding if at least one object

remains unassigned.

Claim 160. A method for conducting an auction of a plurality of items, the auction
allowing submission of bids on the items at a plurality of times, the method comprising:

a) transmitting a signal representing information regarding bidding, said
information including at least an indicator of a current price;

b) receiving bids submitted by a plurality of bidders, each said bid indicating
at least a quantity of the items that a bidder wishes to transact at a current time and at least one
bid including a quantity parameter indicating a quantity of the items that a bidder wishes to
transact at the current time;

c) constraining bids so that the quantity contained in a bid at the current time
is no greater than the quantity contained in an earlier bid;

d) summing quantities contained in all bids at the current time to determine a
summed quantity of items at the current time;

e) determining whether the auction should end or continue, based on a

comparison of the summed quantity of items at the current time and an available quantity

of items;
f) generating updated information regarding the bidding process; and
g) initiating at least one additional opportunity for bidders to submit bids at a

new price following a determination that the auction should continue.
Claim 161.  The method of claim 160 which further includes assigning quantities

contained in bids, at prices related to the current price, to the respective bidders following a

determination that the auction should end.
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Claim 162.  The method of claim 160 which further includes assigning quantities
contained in bids, at the current price, to the respective bidders following a determination that the

auction should end.

Claim 163. A method for conducting an auction of a plurality of items, the auction
allowing submission of bids on the items at a plurality of times, the method comprising:

a) transmitting a signal representing information regarding bidding, said
information including at least an indicator of a current price;

b) receiving bids submitted by a plurality of bidders, each bid indicating at
least a quantity of the items that a bidder wishes to transact at the current price;

c) constraining bids so that the quantity that a bidder wishes to transact at the
current price can be no greater than the quantity that the bidder wished to transact at an
immediately preceding price;

d) determining whether the auction should end or continue, based on a
comparison of a sum of quantities that bidders wish to transact at the current price and an
available quantity of items;

e) generating updated information regarding the bidding process; and

) initiating at least one additional opportunity for bidders to submit bids at a
new price following a determination that the auction should continue;

wherein the determining comprises:

g) summing the quantities that all bidders wish to transact at the current price
to determine a total quantity of items that bidders wish to transact at the current price;

h) if the total quantity of items that bidders wish to transact at the current
price is greater than the current quantity of available items, determining that the auction should
continue; and

1) if the total quantity of items that bidders wish to transact at the current
price is not greater than the current quantity of available items, determining that the auction

should end.
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Claim 164.  The method of claim 160 wherein the updated information regarding the

bidding process includes disaggregated quantities contained in each bid at the current price.

Claim 165.  The method of claim 160 wherein the updated information regarding the

bidding process includes a sum of quantities contained in said bids at the current price.

Claim 166.  The method of claim 160 wherein a bid indicates quantities of items that a

bidder wishes to transact at two or more prices.

Claim 167. A system comprising at least one computer for implementing an auction of
a plurality of items, the auction allowing submission of bids on the items at a plurality of times,
the system comprising:

a) transmitting means for transmitting a signal representing information
regarding bidding, said information including at least an indicator of a current price;

b) recelving means for receiving bids submitted by a plurality of bidders,
each said bid indicating at least a quantity of the items that a bidder wishes to transact at the
current time and at least one said bid including a quantity parameter indicating a quantity of the
items that a bidder wishes to transact at the current time;

c) constraining means for constraining bids so that the quantity contained in
a bid at a current time can be no greater than the quantity contained in an earlier bid;

d) summing means for summing the quantities that all bidders wish to
transact at the current time to determine a summed quantity of items that bidders wish to transact
at the current time;

e) determining means for determining whether the auction should end or
continue, based on a comparison of the summed quantity of items that bidders wish to transact at
the current time and an available quantity of items;

) A generating means for generating updated information regarding the
bidding process; and

g2) initiating means for initiating at least one additional opportunity for

bidders to submit bids at a new price following a determination that the auction should continue.
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Claim 168.  The system of claim 167 which further includes assigning means for
assigning quantities that bidders wish to transact, at prices related to the current price, to the

respective bidders following a determination that the auction should end.

Claim 169.  The system of claim 167 which further includes assigning means for
assigning quantities that bidders wish to transact, at the current price, to the respective bidders

following a determination that the auction should end.

Claim 170. A system comprising at least one computer for implementing an auction of
a plurality of items, the auction allowing submission of bids on the items at a plurality of times,
the system comprising:

a) transmitting means for transmitting a signal representing information
regarding bidding, said information including at least an indicator of a current price;

b) receiving means for receiving bids submitted by a plurality of bidders,
cach bid indicating at least a quantity of the items that a bidder wishes to transact at the current
price;

c) constraining means for constraining bids so that the quantity that the
bidder wishes to transact at the current price can be no greater than the quantity that the bidder
wished to transact at an immediately preceding price;

d) determining means for determining whether the auction should end or
continue, based on a comparison of a sum of quantities that bidders wish to transact at the current
price and an available quantity of items;

e) generating means for generating updated information regarding the
bidding process; and

) initiating means for initiating at least one additional opportunity for
bidders to submit bids at a new price following a determination that the auction should continue

wherein the determining means comprises:
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2) summing means for summing the quantities that all bidders wish to
transact at the current price to determine a total quantity of items that bidders wish to transact at
the current price;

h) comparing means, coupled to the summing means, for comparing the total
quantity of items that bidders wish to transact at the current price with the available quantity of
items;

i) second determining means, coupled to the comparing means, for
determining that the auction should end if the total quantity of items that bidders wish to transact
at the current price is no greater than the available quantity of items; and

i) third determining means, coupled to the comparing means, for
determining that the auction should continue if the total quantity of items that bidders wish to

transact at the current price exceeds the available quantity of items.
Claim 171.  The system of claim 167 wherein the updated information regarding the
bidding process includes the disaggregated quantities that each bidder wishes to transact at the

current price.

Claim 172.  The system of claim 167 wherein the updated information regarding the

bidding process includes a sum of quantities that all bidders wish to transact at the current price.

Claim 173.  The system of claim 167 wherein a bid indicates quantities of items that a

bidder wishes to transact at two or more prices.
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APPENDIX B

A copy of evidence pursuant to §§ 1.130, 1.131, or 1.132 and/or evidence entered by or
relied upon by the examiner that is relevant to this appeal is attached hereto.

Attached is a copy of McCabe et al, “Testing Vickrey’s and Other Simultaneous Multiple
Unit Versions of the English Auction”, Research in Experimental Economics, Vol. #4,
Greenwich, CT, JAI Press, 1991, pp 45-79. This was cited by applicant in an IDS of Sept 23,
2003 and acknowledged by the Examiner on March 29, 2004.
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Application No.: 09/397,008 Docket No.: 21736-00012-US

APPENDIX C

Attached is a copy of the Decision in Appeal No. 2002-2245 (decided March 31, 2003 in
Applicant’s application SN 09/476877).
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The opipion in support of the decision being entered today was gdt;wrfﬁﬁen;gér

publication and is not binding precedent of, the Board.

Paper No. 20

UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE BOARD OF PATENT APPEALS

N\ P\\\'ED AND INTI‘ERFERENCES

74 W Ex parte LAWRENCE M. AUSUBEL

e piENT Plce Appeal No. 2002-2245
OF%_RFERE“GE Application No. 09/476,877

HEARD: MARCH 20, 2003

Before BARRETT, GROSS, and LEVY, Administrative Patent Judges.

LEVY, Administrative Patent Judge.

N ON APPEAL

This is a decision on appeal under 35 U.S.C. § 134 from the
examiner's final rejection of claims 53, 54, 57, 60, 61, 64-67,
71-75, 78, 79, and 81-86. Claims.55, 56, 58, 59, 62, 63, 68-70,
76, 77, and 80 have been objected to.

BACKGRQUND

Appellant's invention relates to a computer implemented
method and apparatus for auctions. An understanding of the
invention can be derived from a reading of exemplary claim 53,

which is reproduced as follows:



Appeal No. 2002-2245 , Page 2
Application No. 09/476,877

53. A computer implemented auction system for
television licenses or associated derivative rights
comprising:

a) an auctioneer's system and at least two user
systems, the auctioneer's system communicatively
coupled to user systems;

b) said user systems including:

(bl1) means for receiving messages from the
auctioneer's system and for displaying
those messages;

(b2) means for receiving bid related
information from users, said information
including bids for television licenses
or associated derivative rights; and

(b3) means for transmitting bid information
to the auctioneer's system; and

c) said auctioneer's system including:

(cl) means for generating and transmitting
messages to user systems, said messages
a non-final message indicating that an
will continue and a final message
indicating that an auction has
terminated;

(c2) means for receiving bid information from
user systems;

(c3) and decision means responsive to the bid
information received from the user systems’
for determining whether an auction. should
continue or terminate, said decision means
including:
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(c31) means to initiate the generation
of a non-final message to at least one
user system in response to a
determination to continue an auction;
and

(c32) means to initiate the generation
of a final message to at least one user
system in response to a determination to
terminate an auction.

The prior art reference of record relied upon by the
examiner in rejecting the appealed claims is:

ONSALE: "ONSALE Brings Thrill of Auctions and Bargain

Hunting Online; Unique Internet retail service debuts

with week-long charity auction for The Computer Museum

in Boston”, Dialog File 610; Accession No. 0489267

BW0022, Business Wire (1997).

Claims 53, 54, 57, 60, 61, 64-67, 71-75, 78, 79, and 81-86
stand rejected under 35 U.S.C. § 103(a) as being unpatentable
over ONSALE. Rather than reiterate the conflicting viewpoints
advanced by the examiner and appellant regarding the above-noted

rejection, we make reference to the examiner's answer (Paper No.

13, mailed December 28, 2001), final rejection (Paper No. 8,
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mailed April 12, 2001, and first office action! (Paper No. 4,
mailed June 8, 2000) for the examiner's complete reasoning in
support of thebrejection, and to appellant's brief (Paper No. 12,
filed October 12, 2001) and reply brief (Paper No. 14, filed
February 14, 2002) for appellant's arguments thereagainst. Only
those arguments actuall? made by appellant have been considered
in this decision. Arguments which appellant could have made but
chose not to make in the brief have not been considered. See 37
CFR 1.192(a).
OPINTION

In reaching our decision in this appeal, we have carefully
considered the subject matter on appeal, the rejection advanced
by the examiner, and the evidence of obviousness relied upon by
the examiner as support for the rejection. We ﬁave, likewise,
reviewed and téken into consideration, in reaching our decision,
appellant's arguments set forth in the briefs along with the
examiner's rationale in support of the rejection and arguments in

rebuttal set forth in the examiner's answer.

! We observe that the examiner's answer refers to the final rejection

for the rejection of the claims. The final rejection, in turn, refers to the
previous office action for the rejection of the claims. Although the examiner
should not refer back to more than a single previous office action (gee MPED

§ 1208, Eigth Edition, (August 2001)), because we can understand the rejection
of the claims advanced by the examiner, we decline to remand the application
for correction of this matter.
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It is our view, after consideration of the record before us,
that the evidence relied upon and the level of skill in the
particular art would not have suggested to one of ordinary skill
in the art the invention as set forth in claims 53, 54, 57, 60,
61, 64-67, 71-75, 78, 79; and 81-86. Accordingly, we reverse,
for the reasons set forth by appellant, and add the following
comments.

In rejecting claims under 35 U.S.C. § 103, it is incumbent
upon the examiner to establish a factual basis to support the
legal conclusion of obviousness. See In re Fine, 837 F.2d 1071,
1073, 5 USPQ2d 1596, 1598 (Fed. Cir. 1988). 1In so doing, the
examiner is expected to make the factual determinations set forth

in Graham v. John Deere Co., 383 U.S. 1, 17, 148 USPQ 459, 467

(1966), and to provide a reason why one having ordinary skill in
the pertinent art would have been led to modify the prior art or
Lo combine prior art references to arrive at the claimed
invention. Such reason must stem from some teaching, suggestion
or implication in the prior art .as a whole or knowledge generally
available to one having ordinary skill in the art. Uni;gyalk

Inc. v. Rudkin-Wiley Corp., 837 F.2d 1044, 1051, 5 USPQ2d 1434,
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1438 (Fed. Cir. 1988); Ashland 0il, Inc. v. Delta Resins &

Refractories, Inc., 776 F.2d 281, 293, 227 USPQ 657, 664 (Fed.

Cir. 1985); ACS Hosp. Sys., Inc. v. Montefiore Hosp., 732 F.24

1572, 1577, 221 USPQ 929, 933 (Fed. Cir. 1984). These showings
by the examiner are an essential part of complying with the

burden of presenting a prima facie case of obviocusness. Note I

re Oetiker, 977 F.2d 1443, 1445, 24 USPQ2d 1443, 1444 (Fed. Cir.
1992). If that burden is met, the burden then shifts to the
applicant to overcome the prima facie case with argument and/or
evidence. Obviousness is then determined on the basis of the
evidence as a whole. See id.; In re Hedges, 783 F.2d 1038, 1039,
228 USPQ 685, 686 (Fed. Cir. 1986); Pi i, 745 F.2d
1468, 1472, 223 USPQ 785, 788 (Fed. Cir. 1984); and In re
Rinehart, 531 F.2d 1048, 1052, 189 USPQ 143, 147 (CCPA 1976).
Six of the claims before us on appeal are independent
claims. Three of these independent claims (53, 67, and 81) are
drawn to a computer implemented system for conducting an auction
of television licenses or associated derivative rights. The
remaining three independent claims (60, 74, and 84) are drawn to
a computer implemented method of conducting an auction of
television licenses or associated derivative rights. Appellant

asserts (brief, page 2) that the invention is for auctions of
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multiple dissimilar objects. An example f;gé) is an auction for
broadcast licenses which are inherently dissimilar because
different licenses cover different territory, broadcast chgnnels,
or both.

The examiner's position (OCffice action, mailed June 8, 2000,
pages 3-5) is that with respect to claim 53, the only difference
between ONSALE and the claimed auction is the feference to
television licenses or associated derivative rights. According
to the examiner, this kind of data does not affect the
functionality of the system as they "are merely different types
of data that cannot be accorded patentable differences, "
and that these items, things, or objects "would have been obvious
to the skilled artisan when gleaning from the ONSALE system." As
to the other five independent claims, the examiner refers to the
rejection of cléim 53. 1In appellant's response (Paper No. 7,
filed November 8, 2000, page 3) appellant asserted ONSALE does
not disclose "decision means responsive to the bid information

for determining whether an auction should continue or
terminate." The examiner's response (Paper No. 8, mailed April
12, 2001, page 2) is that ONSALE clearly teaches that in a

standard auction, items are sold to the highest bidder after a
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fixed period of time. Appellant responds (brief, page 8) that
‘there is no disclosure in the reference of a “decision means" as
recited in claim 53, nor the step of “determining . . . in
response to the bid information received from users, whether the
auction should continue or terminate” as recited in independent
claim 60. In addition, appellant notes (;g;) that both the
decision means and the determining step are responsive to bid

information received.

The examiner cites In re Bozek, 163 USPQ 545 (CCPA 1969)
(final rejection, page 3) for the proposition that
[hlaving established that this knowledge was in the
art, the examiner could then properly rely, as put
forth by the solicitor, on a conclusion of obviousness
“from common knowledge and common sense of the person
of ordinary skill in the art without any specific hint
Or suggestion in a particular reference.” (examiner’s
emphasis)
Appellant argues (brief, page 9) that Bozek is inapt because
Bozek deals with the question of considering together the
teachings of two different references, whereas in the instant
case, only one reference has been applied against the claims. In

addition, appellant (id,) cites In re Zurko, 258 F.3d 1379, 1385,

59 USPQ2d 1693, 1697 (Fed. Cir. 2001) for the proposition that:
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We cannot accept these finding by the Board. This
assessment of basic knowledge or common sense was not
based on any evidence in the record, and, therefore,
lacked substantial evidence support. As an
administrative tribunal, the Board clearly has
expertise in the subject matter over which it exercises
jurisdiction. This expertise may provide sufficient
support for conclusions as to peripheral issues. With
respect to core factual findings in a determination of
patentability, however, the Board simply cannot reach
conclusions based on its own understanding or .
experience - or on its assessment of what would be
basic knowledge or common sense.

With respect to independent claims 67 and 81, appellant asserts
(brief, page 10) that these claims also regquire “means for
determining” based upon the bids or signals, “the television
licenses or associated derivative rights to be assigned.”

Appellant argues (id.) that the claims make clear that the system

is a computer implemented auction, or is itself a computer
system, and asserts that “[tlhere is nothing in the reference
which describes, discloses or even hints at a computer
implemented system or a computer system with a mean[s] for
determining as is recited in claims 67 and 81.” Appellant adds
that the examiner's reliance on In re Bozek, 163 USPQ 545, and
“common knowledge and common sense” does not provide support to

justify the rejection.
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With respect to independent claims 74 and 84, appellant
asserts (brief, page 11) that “[t]here is no disclosure in the
reference of either a ‘computer implemented’ auction” or the step
of “determining the licenses or other derivative rights to be
assigned to bidders.” Appellant argues that when appellant
challenged the rejection, the examiner's response was the
reference to In re Bozek and “common knowledge and common sense”.
Appellant adds (brief, page 12) that “[flor all that appears in
the reference, whatever determining that might take place could
be based upon human judgment.” The examiner responds (answer,
page 6) by asserting that ending an auction is not an unexpected
step because auctions usually have an end. The examiner asserts

(id.) that the instant case distinguishes from In re .Zurko

because in Zurko, 258 F.3d at 1385, 59 USPQ2d at 1697, tnecessary
steps were not present in the prior art and whereby logical
reasoning could not have been logically arrived at along a
trusted path.”

We find that ONSALE is directed to an internet retail
service that is designed as a place that consumers can peruse
“irresistible collectibles and close-out merchandise” (page 1).

Limited quantity goods are sold in quick-action formats such as
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auctions and markdowns. Customers can browse through the
inventory or take a guided tour with an online personality who is
an expert in a particular class of goods. Goods include “sports
and rock-and-roll memorabilia, computers and electronics, last
minute vacation packages, special wine collections, tickets to
events and vintage watches” (page 2). Consumers can observe
ONSALE’'s auctions and browse through markdown merchandise without
going through a registration process. Merchandise is sold using
three interactive formats: standard auctions, dutch auctions and
markdowns. ONSALE page 2 states that:

Initially, ONSALE's merchandise will be sold using one

of three interactive formats: standard auctions, dutch

auctions and markdowns. In a standard auction, an item

is placed onsale for a fixed time period and sold to

the highest bidder. Dutch auctions occur when a number

of identical items are offered for sale at the same

time period. The highest bidders purchase the available

inventory at the lowest successful bidders price.

ONSAL’'s markdown merchandise decreases in price in time

intervals. Customers can buy markdown items at the

current posted price, or can wait until the next time

interval, which may be hours or days, when the offering

price goes down.
Before placing an order or bidding on an item, customers must

first fill out a simple registration form. Once registered,

customers may bid and buy at will. Each auction page displays
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the highest bidder's initials, city and state. ONSALE page 3
states

Customers need not worry about overbidding on an item,

as all bids are proxy bids, i.e., the actual price paid

for an item is never more than one price increment

above the second highest bid on the item. Addition-

ally, customers do not have to hang out on the Web all

day to ensure they are kept in the bidding process.

Upon request, ONSALE will notify customers by email

when their bids are no longer the highest and customers

can respond by email to increase their bids.

In addition, “ONSALE adds fun and adventure to online shopping by
recreating the excitement of bidding at an auction and hunting
for bargains, where prices and availability vary instantly in
response to demand.”

From the disclosure of ONSALE, we find that ONSALE is silent
as to whether an automated system or a human makes a decision as
to whether to terminate or continue the auction, as required by
each of the claims. ONSALE is additionally silent as to whether

the decision to continue or terminate the auction is based upon

id information received from users, as required by each of the

claims. Although a standard auction will end after a fixed time
has passed, it is unclear as to whether the step of determining
whether the auction should continue or terminate is carried out
by a computer system in response to bid information received from

users, or due to a human determining from.a clock that the

'
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auction needs to continue or terminate. Thus, ONSALE does not

disclose determining based upon the bids or signals received, the

television licenses or associated derivative rights to be
assigned to the bidders, and therefore does not establish a prima
facie case of obviousness of the claimed invention.

As to the examiner’s reliance on In re Bozek, we find the
examiner's reliance to be misplaced. Because ONSALE is
essentially a press release and does not describe a number of
specific details of the system, we find that as in Zurko, 258
F.3d at 1385, 59 USPQ2d at 1697, ONSALE fails to provide
sufficient evidence that would necessarily lead to the
conclusions reached by the examiner. See In re Gartside, 203 F.3d
1305, 1314, 53 USPQ2d 1769, 1774 (Fed. Cir. 2000) (Board decision
“must be justified within the four corners of the record”). The
examiner bears the initial burden of establishing a prima facie
case of obviousness. See In re Rijckaert, 9 F.3d 1531, 1532, 28
USPQ2d 1955, 1956 (Fed. Cir. 1993). A prima facie case of
obviousness is established by presenting evidence that would have
led one of ordinary skill in the art to combine the relevant
teachings of the references to arrive at the claimed invention.
See In re Fine, 837 F.2d 1071, 1074,A5 UsSPQ2d 1596, 1598 (Fed.

Cir. 1988) and In re Lintner, 458 F.2d 1013, 1016, 173 USPQ 560,
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562 (CCPA 1972). This initial burden is not met by resorting to
speculation as to what would have been obvious based upon common
knowledge and common sense of one of ordinary skill in the art.
Instead of trying to distinguish from Zurko, the examiner’s time
would be better spent finding prior art that suggests the claimed
invention, instead or trying to rely upon “common knowledge and
common sense” in an attempt to make ﬁp for the deficiencies of
ONSALE.

From all of the above, we find that the examiner has failed
to establish a prima facie case of obviousness of independent.
claims 53, 60, 67, 74, 81 and 84. The rejection of claims 53,
54, 57, 60, 61, 64-67, 71-75, 78, 79, and 81-86 under 35 U.S.C.

§ 103 (a) is therefore reversed.

OBSERVATIONS AND REMARKS
PTO policy dictates that an appeal conference is required
for all appeals, effective for all appeals received by the Board
of Patent Appeals and Interferences on or after November 1, 2000;
MPEP § 1208, Eight Edition, August 2001. The record does not
reflect any evidence that an appeal coﬁference has been held.
However, this was not realized until after the Oral Hearing had

taken place and the decision was in the process of being drafted.
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Because this case has been at the Board for a period of time in
excess of one year, and appellant has already come to the PTO and
argued the case before the Board, we decline to return the case
to the Director of the Technology Center without a decision, as

this would be unfair to appellant.

CONCLUSION
To summarize, the decision of the examiner to reject claims
53, 54, 57, 60, 61, 64-67, 71-75, 78, 79, and 81-86 under 35

U.S.C. § 103(a) is reversed.
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REVERSED
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Administrative Patent Judge
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Administrative Patent Judge
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Administrative Patent Judge
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